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1. GERMANY: US to maintain firm stand in Berlin--The Depart-
ment of Staits has IEformEi_ US Ambassador Douglas that the
UB is prepared to continue its unprovocative but firm stand in
Berlin, utilizing to the utmost the bropaganda advantages of

- the situation. The Department agrees to Foreign Secretary

- Bevin's proposal to maintain a complets exchange of informa -

tion on the German situation through US Embassy London,
Douglas is authorized to inform Bevin that the US may wish to
send several B-20 bomber groups to the United Kingdom.

Douglas reports from London that Bevin has expressed
2 personal view that withdrawal of the westera powers would

Berlin economic Hes with West seriously weakenod--
Us Ambaagador Murphy points out that one the more serious

indicates that Soviet Zone authorities are approaching firms in -
the Berlin western sector with offers to buy their production.
Murphy says that unless a break in the traffic situation occurs
scon, western Berlin industry will be geared into Soviet zonal
production; consequently, the western bowers will lose not only
the industrial cutput they now obtain from Berlin but also effec-
tive control and influence over indusiries and workers
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(CIA Coramernt: CLi comncurs in the view ‘hat the
feeding of Berlin by the westers powers will no ir #2360} =
sufficient to ofiset tha threatened 3oviet contral of the eee-
nomic life of the city und that a sointion nwst 2 fonad to
the traffic and wmemplorment deadlock:)
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2. CEINA: Rapid deterioratioa in Nationalist ositior --Tie 11E
Military Atiache in Nanking reporis thai recent >7onts in
China frdicate a “‘vagid deterisration and loes of eonirol By
the National Goverament.” The MA cites the feilewing e nis:
(a) the soaring of the black market exchange rats to over five
miilion Chinese dollnre for one VS doilsr (am 1C0% taerese
in 48 hours); (b} the temporary loss of Kaifeng (sapital of
Honan province) to the “ommualsis; () rice rigis in Chan -
king; (d)} the rasignation of nll police officers in Peiping {0 .lnv
"ing an attack upon the police commissioner ther:; and {e}

w , - clashes between Naticnzlist scldiers and civil police in

Tieatsin. The MA connects the rapid rise of the black maj kst
exchange raie to an “‘arconfirmed zumor’ in Shangbod that
Chiang Eai-shek is in custoly in Sian. In raporting the e siome
of such a rumor, US Embassy Nenkdng declares et it 15 © highy
skeptical”’ that the rumor bns any basis in fact. '
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